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GENERAL ACCOUNTING OFFICE
Donald H. Chapin. CPA, has been appointed Assistant Comptroller
General
for
Accounting and Financial Management. Comptroller General Charles A. Bowsher
announced recently. Mr. Chapin's appointment is effective 10/2/89. Prior to his
retirement from Arthur Young in 1984, Mr. Chapin served as Senior Partner.
During the more than 30 years he was affiliated with Arthur Young, he held
national management positions including Director of Management Consulting,
Director of Practice Development, and Director of Auditing.
Mr. Chapin also
served as Managing Partner for Continental Europe.
He has served as an
independent financial consultant specializing in, among other things, reviewing
accounting and management controls.
Mr. Chapin has been a member of the AICPA
since 1961.

LABOR, DEPARTMENT OF
The Department of Labor (POL) is considering whether to recommend legislation to
impose peer review requirements on independent public accountants (IPAs) who
audit employee benefit plans and legislation to eliminate limited scope audits of
those plans. The DOL said it was considering the need for such legislation in a
status report to a House subcommittee concerning the DOL’s response to
recommendations made by the DOL Office of Inspector General (OIG) regarding ERISA
enforcement.
The House Government Operations Subcommittee on Employment and
Housing requested the report during an August hearing, which was conducted as a
result of two reports released by the OIG. The first report, which was issued in
December 1987, was based on a review of information of selected ERISA plans and
identified some audit and reporting deficiencies.
The second report, released
earlier this year, advocated stricter standards and expanded responsibilities for
IPAs and criticized the adequacy of audit reports by IPAs on private pension
plans (see the 6/12/89 Wash. Rpt.).
In a 9/18/89 letter to Subcommittee Chairman Rep. Tom Lantos (D-CA)
outlining the Department's response, the DOL said it has already established a
new computerized database to review Annual Report filings to enhance enforcement;
issued regulations implementing new civil penalties for inadequate Annual Report
filings, including audits; established the Office of the Chief Accountant to work
with the accounting profession to strengthen professional standards relating to
employee benefit plan audits; and instituted a process of referring for
discipline accountants who perform substandard work.
In addition, the DOL said
it is analyzing questions related to requiring IPAs to test for compliance with
ERISA laws and regulations and will attempt to design a compliance testing
program within the next six months. The DOL said it is also initiating
improvements in the public disclosure function.
The DOL also reported that the OIG has recently completed an assessment of
the quality of benefit plan audits performed by IPAs. The OIG’s draft report is
being reviewed by the DOL and the final report is expected soon.

NATIONAL CREDIT UNION ADMINISTRATION
Comments are due 10/23/89 on a proposed rule that would require outside, independent
audits of federally insured credit unions under certain conditions (see the
9/21/89 Fed. Reg., pp. 38869-70 and the 9/18/89 Wash. Rpt.). The proposed rule
would require an outside audit by a certified public accountant when a credit
union's supervisory committee has not conducted an annual audit, when the
supervisory committee audit was incomplete or not satisfactory, or when a credit
union has serious and persistent recordkeeping deficiencies.
For further
information after reading the proposed rule, contact D. Michael Riley at
202/682-9640.
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SECURITIES AND EXCHANGE COMMISSION
Staff Accounting Bulletin (SAB)
No. 85. which was recently released, has been
published in the Federal Register (see the 9/26/89 Fed. Reg., pp. 39351-52 and
the 9/25/89 Wash. Rpt.).
SAB No. 85 expresses the staff's views relating to 1)
use of the gross revenue method of amortizing capitalized costs of oil and gas
properties by entities using the full cost method of accounting, and 2) the
inclusion of methane gas within the definition of proved oil and gas reserves.
For further information after reading SAB No. 85, contact Robert F. Lavery at the
SEC at 202/272-2130.
TREASURY, DEPARTMENT OF
Notices identifying missing or incorrect taxpayer identification numbers (TINs) will
not be sent to banks and other payers of interest and dividends until 1990. the
IRS said recently in Announcement 89-121.
Earlier the IRS said it would send
notices to payers in the fall of 1989. The IRS notices require payers to notify
the designated customers that the IRS has determined their TINs are incorrect.
The IRS notices also require payers to impose backup withholding on accounts of
customers if the customers do not properly furnish correct TINs to the payers,
generally within 30 days.
Announcement 89-121 is scheduled to be published in
Internal Revenue Bulletin 1989-40, dated 10/2/89.
For further information after
reading the announcement, contact Jan Deneroff at the IRS at 202/376-4678.
Proposed regulations relating to the scope and meaning of the terms "highly
compensated employee" and "compensation" in section 414 of the Internal Revenue
Code of 1986 are the subject of an IRS hearing (see the 9/28/89 Fed. Reg., pp.
39797-98).
The hearing is scheduled for 12/4/89 beginning at 10:00 a.m. in the
IRS Auditorium, 7th Floor, 7400 Corridor, Internal Revenue Building, 1111
Constitution Ave., N.W., Washington, D.C.
The proposed regulations were
published in the 2/19/88 Federal Register (see the 2/22/88 Wash. Rpt.).
For
further information after reading the hearing notice, contact Bob Boyer at the
IRS at 202/566-3935.
SPECIAL:

HOUSE VOTES FOR OUTRIGHT REPEAL OF SECTION 89 AND TO RETAIN CAPITAL GAINS TAX
PLAN APPROVED BY HOUSE WAYS AND MEANS COMMITTEE

A provision to repeal outright section 89 non-discrimination rules for employee
benefit plans was approved by the House 9/27/89: the House also voted down an
alternative to the capital gains tax plan approved by the Ways and Means
Committee. The actions came during consideration of H.R. 3299, the Fiscal Year
1990 budget reconciliation legislation.
The House Ways and Means Committee had
approved, as a part of the reconciliation bill, language which would have
repealed
most
of
section
89's
complex
testing
rules,
but
certain
non-discrimination rules would have continued to apply to "executive only" health
benefit plans and the health benefit plans of professional service organizations
(see the 9/25/89 Wash. Rpt.).
Since the House rejected the alternative capital
gains tax plan, H.R. 3299 now includes the capital gains provision approved by
the Ways and Means Committee as part of its reconciliation package.
The House
will continue work on H.R. 3299 this week, including consideration of amendments
regarding child care and catastrophic insurance.
Following final passage by the
House, H.R. 3299 must be considered by the Senate and differences between House
and Senate versions of the reconciliation bill will have to be resolved by House
and Senate conferees.
SPECIAL:

LIFE INSURANCE COMPANY TAXATION SUBJECT OF HOUSE SUBCOMMITTEE HEARING

The Department of the Treasury's report on certain issues concerning the taxation of
life insurance companies will be the subject of a 10/19/89 hearing to be
conducted by the House Ways and Means Subcommittee on Select Revenue Measures.
The hearing is scheduled to begin at 10:00 a.m. in Room 1100 of the Longworth
House Office Building in Washington, D.C.
Its purpose, according to the

Subcommittee, is to provide information to the Subcommittee to assist in its
review of the revenue and policy impact of provisions of the Deficit Reduction
Act of 1984 which govern the taxation of mutual and stock life insurance
companies.
The Subcommittee said its objective is to resolve the competing
policy options for defining and measuring economic income, while assuring the
Federal government's
legitimate interest in dependable and fair revenue
collections from the life insurance industry.
The Subcommittee said it expects
to consider whether any legislative recommendations are appropriate with respect
to these issues by the end of this year, and that the full Ways and Means
Committee will consider such recommendations, if any, early next year. Officials
from the Treasury Department and the General Accounting Office are expected to
testify.
Public testimony is also invited.
Individuals wishing to testify must
submit their requests by telephone to Harriett Lawler or Diane Kirkland at
202/225-1721 no later than 10/6/89.
For further information about the hearing,
contact the Subcommittee staff at 202/225-1721.

SPECIAL:

WAYS AND MEANS SUBCOMMITTEE SCHEDULES HEARING ON MISCELLANEOUS REVENUE ISSUES

A hearing on miscellaneous revenue issues will be held on 10/12/89 by the Ways and
Means Subcommittee on Select Revenue Measures. The hearing is scheduled to begin
at 10:00 a.m. in Room 1100 of the Longworth House Office Building in Washington,
D.C. This first, in what is expected to be a series of hearings on miscellaneous
revenue measures, will focus on the "most time-sensitive" issues, according to
Subcommittee Chairman Charles B. Rangel (D-NY). He said the hearings will be
limited to issues specifically raised by members of Congress. Issues on which
testimony is invited include the following:
tax-exempt bonds; Accelerated Cost
Recovery System (ACRS); investment tax credit and ACRS; financial institution
interest expense tax-exempt bond variable rates; modifications of $2 million
exemption to generation-skipping tax; and permanent small business exemption from
repeal of the General Utilities doctrine.
Individuals wishing to testify must
submit their requests by telephone to Harriett Lawler or Diane Kirkland at
202/225-1721 no later than 10/4/89.
For further information about the hearing,
contact the Subcommittee staff at 202/225-1721.

For further information contact Shirley Twillman at 202/737-6600.
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